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IBRD Loans to India 


The International Bank for Reconstruction and Devel- 
opment announced on July 12 that it has agreed to make 
four loans to India to assist a program for modernizing 
and developing the Indian railways. The funds will be 
used to help meet payments on imported equipment 
which fall due in 1957 and 1958. The agreement em- 
bodies loans of 8,640,000,000 Japanese yen (equivalent 
to US$24 million); 6,825,000 pounds sterling ($19.1 
million) ; 7,000,000,000 Italian lire ($11.2 million) ; and 
U.S. dollars and various European currencies equivalent 
to $35.7 million. All the loans are for 15 years and bear 
interest of 55% per cent including the 1 per cent commis- 
sion which is allocated to the Bank’s Special Reserve. 
Amortization will begin July 1, 1961. 

The Indian railway system is the fourth largest in the 
world, comprising nearly 36,000 route miles. With the 
exception of a few miles of narrow gauge line, the system 
is owned by the Government and managed and operated 
by the Railway Board, which is a part of the Ministry of 
Railways. The railways are the most important form of 
transport in India, where highways and river and coastal 
shipping cannot handle large volumes of long-haul traffic. 
Improvement of the railway system is vital to the success 
of the Second Five Year Plan now under way. During 
the five years of the first Plan, which began in April 1951, 
freight carried by railroads grew by one fifth, reaching 
115 million tons in the final year. Growing production 
and trade continue to exert increasing pressure on the 


railways; the handling of coal and mineral ores, which 
account for 40 per cent of the freight, will be expanded 
further to feed new steel capacity now being built and to 
move iron ore for export. The railways are now carrying 
out a five-year program to increase freight capacity by 
40 per cent, from 115 million tons a year to 162 million 
tons, and to increase passenger capacity by about 15 per 
cent. The proposed expenditure on the railway program 
under the Second Five Year Plan is 11,250 million rupees 
($2,363 million), of which some 4,250 million rupees 
($893 million) is required in foreign currencies for the 
purchase of essential goods, materials, and equipment 
which are not produced in India or of which the domestic 
supply is insufficient. 

This is the second time that the World Bank has lent 
funds for the Indian railways. A loan of $34 million 
made in August 1949 was used to purchase 418 locomo- 
tives, boilers, and miscellaneous spare parts, and helped 
to remedy a serious shortage of motive power. In addi- 
tion to the railway loans, th Bank has made other loans 
in India for the development of electric power, agricul- 
ture, iron and steel production, for the purchase of jet 
passenger aircraft, and to provide funds to a development 
corporation for investment in private enterprises. 
Source: International Bank for Reconstruction and De- 

velopment, Press Release, Washington, D.C., 
July 12, 1957. 


IBRD Borrowing in Germany 


The International Bank for Reconstruction and De- 
velopment has arranged to borrow $100 million in U.S. 
dollars from outside the United States. As evidence of 
its indebtedness, the Bank will issue 414 per cent notes 
dated July 11, 1957 and maturing as follows: $40 million 
on July 11, 1958, $30 million on July 11, 1959, and $30 
million on July 11, 1960. The notes, which will be de- 
nominated in U.S. dollars, are being privately placed 
with the Bank deutscher Lander. 

Interest on the notes will be payable semiannually on 
January 11 and July 11 of each year, with the first pay- 
ment coming due on January 11, 1958. Payments of 
interest and principal will be made at the Federal Reserve 
Bank of New York. 


This transaction is the third sale of World Bank obli- 


gations in the current calendar year. The two previous 
issues were offered publicly through U.S. investment 
firms: $100 million of 4% per cent 20-year bonds in 
January 1957 and $100 million of 44% per cent 2l-year 
bonds in April 1957 (see this News Survey, Vol. IX, 
pp. 207 and 326). The transaction also marks the third 
placement outside the United States of an entire issue of 
the Bank’s dollar obligations. In September 1954, $50 
million of World Bank dollar bonds were placed with 
investors in 23 countries outside the United States; and 
in September 1956, a $75 million issue of dollar bonds 
was similarly placed in 22 countries. 

The total outstanding obligations of the Bank, giving 
effect to the present loan, will amount to about 
$1,135,000,000 and will consist of $935,000,000 of U.S. 








18 


INTERNATIONAL FrnanciaL News Survey, July 19, 1957 





dollar bonds and the equivalent of $200,000,000 of bonds 

denominated in Swiss francs, Canadian dollars, sterling, 

and Netherlands guilders. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
July 9, 1957. 


Europe 
Eastern European Multilateral Clearing 


It is reported that, at a recent meeting of the (Eastern 
European) Council for Mutual Economic Assistance, an 
agreement was signed creating a multilateral trade and 
payments union of member countries of the Council (Al- 
bania, Bulgaria, Czechoslovakia, East Germany, Hungary, 

Rati nanan ales sand, the Soviet . Union). , According to 

he reports, the accounting unit will be the Soviet ruble, 
and a special joint banking institute is to be set up for the 
technical execution of settlements. 

Sources: Handelsblau, Diisseldorf, Germany, June 28, 
1957; .The Journal of Commerce, New York, 
N.Y,, July 10, 1957, 


U.K. Control of Foreign Security Purchases 
The U.K. Government announced on July 5 that U.K. 


residents will. be able to acquire dollar and other non- 
sterling securities only from other U.K. ‘residents, unless 
the Treasury permits otherwise. In future, permission 
will be required for transfers of such foreign currency 
securities.to. U.K. residents which take place outside the 
United Kingdom, and for dealings in such foreign cur- 
rency securities by residents of other sterling area coun- 
tries when these take place within U.K. jurisdiction, 

Thisstep has been taken because an important factor in 
preventing a more favorable movement of reserves re- 
cently has been the growth of traffic in dollar securities 
through certain sterling area countries where exchange 
control tis. less: tightly operated, Until new, it has been 
possible for a resident in Kuwait, for example, to offer 
resident sterling against dollars at a discount, to use the 
dollars to buy dollar securities, and to sell those securities 
in London at a useful premium. In this way the pool of 
dollar securities available for U.K. residents was con- 
tinually increasing, especially in the first half of 1957 
when the demand for Canadian securities was so strong. 
The U.K. Treasury has decided that this cannot be al- 
lowed to continue and henceforth the pool of foreign 
securities is virtually stabilized. 


Since U.K. investors will be prevented from. buying 
foreign securities from sterling area residents (in Ku- 
wait, for example), the link between the dollar premium 
in London and the security sterling rate quoted abroad 
has been completely severed. Both rates will now move 
independently; indeed, on July 5 security sterling in New 


York rose from $2.63 to $2.72 while the premium on 
dollar securities in London, which had been in the neigh- 
borhood of 6-7 per cent, rose to 10% per cent. 

One of the incidental by-products of the ‘new restric- 
tions is the rise in resident sterling, from $2.64 to $2.66. 
The Times points out that, since residents in the Persian 
Gulf and Hong Kong may no longer have any particular 
incentivé’to offer this brand of sterling for dollars, the 
rate may be éxpected' to rise further and’ may rise far 
enough to take the profit out of the commodity shunting 
recently undertaken through this medium. 

Sources: The Times and The Financial Times, London, 
England, July 6, 1957; The Wall Street Journal, 
New York, N.Y., July 8, 1957. 


U.K. Output 

“A ftér tWO' Yedts ‘Of stagnation, idastridlSutput ‘iin ‘the 
United Kingdom has moved steadily upward this’ year; 
in May, the industrial production index was the highest 
ever recorded for that month and the highest for any 
month since the peaks attained in the autumn of 1955. 
The seasonally adjusted index for May ‘is estimated at 
139-140 (1948 average—100), against reviséd figures of 
138 for April, 137 for February and March, and 136 
for January. 

Almost all major groups of industries have shared in 
the advance, except building materials and some sections 
of the engineering industry. The motor industry has, 
however, shown by far the largest single increase, while 
exceptionally good figures have also been recorded for 
chemicals. 

Source: The Financial Times, London, England, June 29, 
1957. 


Higher Discount Rate in Sweden 


On July 11, the Sveriges Riksbank raised the discount 
rate from 4 per cent to 5 per cent, the highest rate since 
1931-32. The Governor of the Riksbank declared that the 
increase Was necessary in ordér ‘to haniper ‘certain spec- 
ulative tendencies, to reduce the pressure on the balance 
of payments, to provide long-term funds for the financing 
of housing, and to offset the weakening in the Govern- 
ment’s fiscal position. 

In regard to the speculative tendencies, the Governor 
stated that bonds had appeared increasingly unattractive 
to investors. Sales of bonds have coincided with a 
noticeable speculation in shares. The extent of the rise 
in share prices indicates expectation of further inflation; 
if this tendency cannot be stopped, it will be difficult to 
find financing for necessary long-term investment. 

In view of the level of reserves, the balance of pay- 
ments has developed less favorably than was expected or 
is desirable. Although the total reserves have changed 
little, the need for reserves has increased as the ee 
exchange turnover has increased. 
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The housing program is determined by Parliament, 
and it can be foreseen that activity will increase in the 
coming months,, However, since the mortgage institutions 
have been unable to sell bonds at the currently approved 
coupon rates of interest, they have been unable to release 
construction credits granted by the commercial banks; 
and as long as this situation continues, the banks will be 
unable to finance new construction, The increase in the 
discount rate will make it possible for the mortgage 
institutions to raise the approved coupon rates of interest 
and thus make these bonds more attractive to investors. 
The Governor stated that the first bond issue to be ap- 
proved by the Riksbank will be a mortgage bond issue. 
In January 1957, such an issue was floated at 44 per cent. 
However, of the total of SKr 100 million that was floated, 
SKr 43, million was,purchased by the Riksbank as. the 
market appeared unwilling to absorb the total issue. 
Recently, the Riksbank has had to purchase about SKr 50 
million of bonds in order to support bond prices. 

The weakening of the Government’s fiscal position is 
indicated by the increase of SKr 904 million in the 
government debt in the fiscal year ended June 30, 1957. 
When the 1956-57 budget was submitted in January 1956, 
the Minister of Finance had expected that it would not be 
necessary to raise funds in the market (see this News 
Survey, Vol. IX, p. 351). The Governor stated that, at 
present, the total government debt is about SKr 17 billion, 
of which about SKr 3 billion has been borrowed against 
treasury bills. Further government borrowing is to be 
expected, but it is hoped that further short-term borrowing 
can be avoided. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 12, 
1957. 


Finnish Foreign Exchange Position 


The foreign exchange reserves of the Bank of Finland 
fell by Fmk 88 billion (US$38.3 million), to Fmk 16.0 
billion, during the. first five months of 1957, The decline 
in the corresponding period in 1956 was Fmk 10.3 billion, 
to Fmk 20.5 billion. In the 1957 period, gold and foreign 
exchange assets fell by Fmk 6.3 billion, to Fmk 23.1 
billion, while foreign exchange liabilities rose by Fmk 2.5 
billion, to Fmk 7.1 billion. 

Details as of March 30, 1957 show that in the first 
quarter of 1957 gold and U.S, dollar holdings decreased 
from Fmk 19.0 billion to Fmk 17.2 billion, EPU curren- 
cies from Fmk 6.4 billion to Fmk 4.1 billion, and eastern 
bloc currencies from Fmk 2.5 billion to Fmk 0.3 billion; 
the indebtedness in other currencies declined chiefly as a 
result of a decrease in the clearing debt to Brazil 

During the. quarter, foreign exchange receipts and pay- 
ments were much larger than in the corresponding quarter 
of 1956, chiefly because ice conditions were much more 
favorable than last year and trade inthe first quarter of 
last year was hampered by the three weeks’ general strike. 
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Earnings from and payments for visible trade in western 
currencies were in balance, as was true in the first quarter 
of 1956. The decrease in holdings of U.S. dollars and 
EPU currencies was due mainly to an increase in net 
freight payments and also to the fact that $3.3 million was 
used this year to repurchase markkas from the Interna- 
tional Monetary Fund, whereas in the first quarter of 
1956 the servicing of foreign debt was partly offset by 
the use of loans granted by the U.S.S.R. 

Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, June 1957. 


German Shipbuilding 

The German shipyards, whose number rose from 50 to 
54 in 1956, were able to increase output considerably dur- 
ing the year, despite’ the ‘sharp cold spell*at the beginning 
of the year and the strike in Schleswig-Holstein toward 
the end. According to the Association of German Ship- 
builders, 329 ships totaling a little over 1 million gross 
register tons were built, against 320 ships and 890,061 
g-r.t. in 1955. Last year’s output was the highest ever 
recorded in the German shipyards. The proportion ex- 
ported rose from 48.5 per cent to 59.3 per cent. Although 
tankers accounted for only 9 per cent of the total, against 
32.6 per cent in 1955, this was only a passing phase, as is 
demonstrated by the fact that, of the 746 ships (5,095,000 
g.r.t.) on the order books at the end of the year, tankers 
accounted for 39.6 per cent. Of the total orders, 72.9 per 
cent was for foreign account. The Association considers 
that the sharp rise in orders is a direct outcome of the 
Suez crisis, since almost half of those received in 1956 
were placed in the last quarter of the year. The main 
markets for German ships during 1956 were ‘Norway, 
the United Kingdom, the United States, and the U.S.S.R.; 
in 1955, the principal customers were Liberia, Norway, 
the United States, and Israel. Among the German ship- 
building areas, Hamburg produced 33.6 per cent of the 
total built, Schleswig-Holstein 28.3 per ‘cent; and Bremen 
a little over 25 per cent. Including sales of inland vessels, 
the total turnover of the shipyards ‘in 1956 reached 
DM 1,964 million, against DM 1,796 million in 1955. 
Foreign sales accounted for DM 1,022 million (1955, 
DM 797 million), and repair work for DM 360 million 
(1955, DM 310 million). The labor force rose by about 
10 per cent, to 103,000. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 11, 1957. 


Austrian Restitution of Western Oil Properties 


The Steering Committee (Hauptausschuss) of the Aus- 
trian Parliament has recently approved the denationaliza- 
tion and restitution of property owned before. World 
War IL by western. oil companies. Under this. decision, 
the refinery in Floridsdorf will be returned to the Anglo- 
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Saxon Petroleum Company Ltd. of London (British Dutch 
Shell group) and the refinery in Kagran to the Socony 
Mobiloil Company of New York. In addition, all rights 
(except for prospecting) and property of the joint 
American-British-Dutch Rohélgewinnungs A.G. (Crude 
Oil Extraction Company) will be denationalized and re- 
turned. 

These enterprises were nationalized in 1946; before the 
nationalization law became effective, however, the Aus- 
trian Government made a declaration to the occupation 
powers present in Austria at the time that the law would 
not be implemented in respect of United Nations nation- 
als until compensation consistent with international law 
had been granted to the original owners for their shares. 

The restitution to the companies fulfills the main points 
of the Vienna Memorandum signed by Austria, the United 
States, the Yaited Kingdom, and France in May 1955 in 
connection with the Austrian State Treaty. Negotiations 
are still going on toward realization of the remaining 
points in the Memorandum, which include restitution of 
the former holdings of Socony in the Lobau refinery near 
Vienna; indemnification to Shell and Esso for their 
former holdings in the Korneuburg refinery in Lower 
Austria; indemnification to Rohdlgewinnungs A.G. for its 
former prospecting concessions in the Lower Austrian oil 
areas of Matzen and Zistersdorf which may not be re- 
turned to a foreign company under the State Treaty; 
restitution to Canadian owners in the drilling company 
Van Sickle; and several minor indemnity claims. 

The Austrian Petroleum Administration (a company 
controlled by the Austrian Government) will continue to 
hold all prospecting rights in the Matzen and Zistersdorf 
areas where most of Austria’s oil production is concen- 
trated. (Total crude oil production in Austria amounted 
to about 3.1 million tons in 1956.) The Administration 
plans to collaborate with the foreign oil companies in the 
construction of a large modern refinery and in matters of 
oil development on the basis of profit-sharing agreements. 
Sources: The Journal of Commerce, May 22 and July 3, 

1957, and Austrian Information Service, Aus- 
trian Information, June 8, 1957, New York, N.Y. 


Czechoslovak Exchange Rate 


The official Czechoslovak exchange rate for the dollar, 
sterling, and other western currencies, for foreign visi- 
tors and certain other noncommercial transactions, has 
been doubled in line with similar changes in Rumania, 
Poland, Hungary, and Russia (see this News Survey, 
Vol. IX, pp. 352 and 401). The new sterling rate is 
39.80 korunas. 


Source: The Times, London, England, July 3, 1957. 


Rumanian “Tourist” Rate 


The Rumanian leu has been devalued by 50 per cent 
in relation to western currencies for expenditures of 
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tourists and foreign delegations, pensions, license fees, 
royalties, alimonies, inheritances, and the sale of personal 
effects. The new rate is 12 lei per U.S. dollar. The rate 
of 6 lei per U.S. dollar (or 1.50 lei per ruble) continues to 
be used for expressing merchandise and related trans- 
actions in terms of foreign currency. The Rumanian leu 
was appreciated only recently in relation to the Soviet 
ruble for tourist and allied transactions from 1.50 lei 
per ruble to 0.97 leu per ruble (see this News Survey, 
Vol. IX, p. 401). 

Source: Nachrichten fiir Aussenhandel, Frankfurt am 

Main, Germany, July 2, 1957. 


Middle East 


Egyptian Note Issue Cover 


A decree published on February 4 revised the law 
governing the maintenance of cover for the Egyptian 
note issue. Banknotes, which previously had to be cov- 
ered by gold or foreign securities, forgign exchange, and 
Egyptian Government stock or treasury bills, may now 
also be covered by Egyptian securities guaranteed by the 
Egyptian Government and commercial ‘bills acceptable 
for discount. The ratio of gold and convertible foreign 
exchange to be maintained will continue to be agreed 
between the Minister of Finance and the National Bank 
of Egypt, but final approval will in future rest with the 
President of the Republic and not with the Council of 
Ministers. 

Source: The Egyptian Economic and Political Review, 
Cairo, Egypt, March 1957. 


Sudan Cotton Prices 


Because of a low level of cotton sales, the Sudan 
Gezira Board has decided to reduce its reserve prices 
by amounts ranging between LSd 4.4 and LSd 0.5 per 
kantar of ginned cotton, depending upon quality. The 
Board has also decided to abandon the sale of Gezira 
cotton by tender in favor of the traditional method of 
sale by public auction. Sale by tender, introduced 
recently in the hope that it would help in disposing of 
the cotton crop, was apparently not very effective. 
Source: Ministry of Finance and Economics, Economic 


and Financial Bulletin, No. 6, Khartoum, Sudan. 
Loan fo Israel from France 


An agreement was signed on July 4 for a $30 million 
loan from France to Israel. Two thirds of the amount 
will be spent on capital equipment for shipyards, ports 
(including a deep-sea port for Eilat on the Gulf of 
Aqaba), and a railway through the Negev desert. The 
remaining $10 million will be used for food and semi- 
manufactured goods. 


Source: The Jerusalem Post, Jerusalem, Israel, July 5, 
1957. 
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Economic Development in Iran 


Iran’s Plan Organization has spent Rls 14 billion 
(about US$187 million) on development projects since 
April 1953. The Organization has entered into a total 
of 14 contracts with German, British, French, U.S., 
Italian, and Japanese firms. These contracts cover the 
construction of 6,000 kilometers of main arterial roads, 
the establishment of an iron and steel industry, the 
rehabilitation and expansion of three ports, the establish- 
ment of public utilities, the construction of two cement 
plants and of textile factories, the establishment of 
southern fisheries and of five canning factories, and the 
building of a dam. 


Source: Ettéla’at, Tehran, Iran, June 22, 1957. 


Far East 
India’s Borrowing Program 


India’s Minister of Finance has announced that the 
Central Government will raise a market loan of Rs 1 bil- 
lion (US$210 million) during the current fiscal year— 
Rs 320 million in the form of conversion loans and 
Rs 680 million by way of cash subscriptions. He also 
urged State Governments not to float their own market 
loans, but to cooperate in an intensified small savings 


campaign. The view of the Minister is that a vigorous 
campaign would yield Rs 1.2 billion, against approxi- 
mately Rs 645 million in 1956-57, particularly since the 
interest rate on some forms of saving has recently been 
increased and it is generally believed that the rise in 
prices of foodgrains has increased the money incomes 
of the agricultural classes. 


If the States should accept this suggestion, their share 
of the total national savings receipts will be increased to 
6674 per cent in 1957-58 from approximately 30 per cent 
in 1956-57 (i.e., a minimum of 25 per cent plus 50 per 
cent of any excess over the total amount collected in a 
selected base period). 

Sources: The Statesman (Overseas Edition), Calcutta, 
India, June 29 and July 6, 1957. 


Decrease in Ceylon’s Foreign Assets 


Ceylon’s foreign assets, which have been falling con- 
tinuously since November 1956, were Rs 1,016.9 million 
(US$213.5 million) at the end of May, against 
Rs 1,195.0 million ($251.0 million) at the end of Octo- 
ber 1956. The rate of decline has been increasing in 
recent months. In February, there was a drop of Rs 23.3 
million; in March, Rs 28.3 million; in April, Rs 45.3 mil- 
lion; and in May, Rs 64.4 million. 

Source: The Financial Times, London, England, July 2, 
1957. 


Thailand to Float Loans Denominated in Sterling 


In order to meet its subscription to the international 
buffer stock of tin, the Government of Thailand has 
decided to float in Bangkok sterling bonds of £1 million, 
equivalent to 56 million baht. The loan, called “a second 
loan of B.E. 2500 (1957),” will be issued under the 
Thailand Loan Act of B.E. 2500 (1957) for Rehabilita- 
tion and Development. It will bear interest at 6 per cent 
per annum to be paid in sterling. The maturity of the 
loan will be two years from the date of issue. The bonds 
will be denominated in units of at least £1,000. The 
Bank of Thailand is authorized to issue and administer 
the bonds. 


Source: Bank of Thailand, Economic and Financial News 


Survey (in Thai), Bangkok, Thailand, January 
1957. 


Agricultural Production in Viet-Nam 


Rice production in Viet-Nam in the 1956-57 crop year 
amounted to 3.5 million tons, against 2.8 million tons 
in the previous year. The increase is attributable to an 
expanded acreage planted to rice and to intensified gov- 
ernment distribution of fertilizer and seeds. It is esti- 
mated that rubber production rose by 3,894 tons and 
output of edible fruit by 13,935 tons. The Government 
has announced plans to increase the area planted to 
sugar from 17,000 hectares in 1956-57 to 32,000 hectares 
in the near future; this would lead to an expansion of 
sugar production from 45,000 tons (45 per cent of 
domestic requirements) to 85,000 tons (85 per cent 
of domestic requirements). 

Sources: The Times of Viet-Nam, Saigon, Viet-Nam, 
June 29 and July 6, 1957. 


Japan's Payments Deficit 


Japan’s foreign exchange payments in June 1957 
exceeded receipts by $114 million; this deficit was the 
largest of any month in the postwar period. The excess 
payments in June brought the total deficit for the first 
half of 1957 to $399 million, which contrasts with a 
surplus of $249 million in the first half of 1956. 


Sources: Bank of Japan, Foreign Exchange Statistics 
Monthly, Tokyo, Japan, May 1957; The Jour- 
nal of Commerce, New York, N. Y., July 5, 
1957. 


Indonesia's Bilateral Agreements 

The Bank Indonesia and the State Bank of the U.S.S.R. 
have concluded an agreement whereby the former will 
open with the latter a sterling account through which 
all the payments between Indonesia and the Soviet Union 
will be channeled. The agreement follows a one-year 


trade agreement between the two countries concluded in 
August 1956 (see this News Survey, Vol. IX, p. 70); it 





22 


was reported that it would become effective on July 1, 
1957. 

The Indonesian Foreign Exchange Fund has announced 
that, effective July 1, Indonesia’s trade and payments 
agreement with Japan expired. Under this agreement, 
which was first concluded in August 1952 and extended 
for one year in June 1956, all payments between the two 
countries were effected through U.S. dollar clearing 
accounts. With the termination of the agreement, all 
payments are to be specified and settled in freely trans- 
ferable sterling. 

Sources: Indonesian Observer, 


June 26 and 29, 1957. 


Djakarta, Indonesia, 


United States 


U.S. Gold Standard 

Mr. Humphrey, who is shortly to retire from his post 
as Secretary of the Treasury, stated—in reply to a ques- 
tion at a meeting of the Senate Finance Committee, 
which is currently holding hearings concerning financial 
conditions—that he would oppose a return of the United 
States to the full gold standard until “world conditions 
some day are stabilized.” He defended the present cur- 
rency system and added that, if he had the authority to 
write his own program for a sound currency, he would 
stick to the present system, trying at the same time to 
make further improvements in the Federal Government 
budget, aimed at putting the country on a proper fiscal 
basis. 

In answer to other questions, the Secretary agreed 
that foreign central banks and international institutions 
could demand that the United States sell $9.1 billion in 
dollar claims for gold out of $22.7 billion in present 
gold holdings. {About $11.6 billion of the gold stock 
is legally required as cover for present Federal Reserve 
note and deposit liabilities eutstanding.| He stated, how- 
ever, that only a world upheaval could produce such a 
run on U.S. gold and that, in such an event, the United 
States probably would declare a moratorium, as it is 
empowered to do, and halt the sales of U.S. gold to 
foreign countries. 

Source: The Wall Street Journal, New York, N. Y.., 
July 10, 1957. 


Increase in U.S. Sugar Quota 
The U.S. Department of Agriculture has raised the 


sugar marketing quota from 9.1 million tons to 9.3 mil- 
lion, of which about 70 per cent may be imported from 
offshore sources. The increase, the third this year, was 
made in an effort to halt price increases by reducing 
supply shortages. (The present quota is 6 per cent above 
the original quota of 8.8 million tons for 1957.) Prices 
have risen sharply in recent months as offshore stocks 
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were low and world demand very active. Raw sugar was 

6.6 cents a pound on July 2, compared with 6.1 cents in 

June and 6.05 cents a year earlier. The price of refined 

sugar is currently 9.25 cents a pound, whereas it was 

8.75 cents a year ago. . 

Source: The Wall Street Journal, New York, N. Y.,, 
July 8, 1957. 


U.S. Stockpile Purchases of Nickel 


The U.S. General Services Administration has rejected 
a bid of the International Nickel Company to have the 
Government agree to purchase residual quantities of 
nickel from its proposed new facilities in Manitoba, 
Canada. Rejection of the bid followed an announcement 
by the Office of Defense Mobilization that the Admin- 
istration’s goal of a.capacity of 440 million pounds a 
year available to U.S. industry by 1961 had been reached, 
and that future purchases for the strategic stockpile are 
no longer needed. 
Source: The Journal of Commerce, New York, N. Y., 

July 9, 1957, 


Latin America 
Haitian Program of Financial Stabilization 


The Haitian Government announced on June 24 a 
stabilization program that includes fiscal and monetary 
measures designed to adjust the imbalance of govern- 
ment finances of recent years and to minimize the current 
deficit in Haiti's balance of international payments. The 
objectives of the program are stated to be a reduction 
of public expenditure to the extent necessary to assure 
budgetary equilibrium in the fiscal year 1956-57 (Octo- 
ber 1956-September 1957); improvement of budgetary 
administration and increased control over public funds; 
refinancing of the public debt; adoption of a banking 
and monetary policy suitable for protecting the country’s 
exchange reserves while preserving free convertibility of 
the gourde and unrestricted trade practices; and the 
selection of public works and development projects that 
could contribute directly toward strengthening the pay- 
ments position of the country either by increasing 
exchange earnings from exports and tourism or by 
increasing domestic production of import substitutes. 

To implement the first goal, the Government decreed a 
drastic reduction of authority to spend under the present 
budget. by canceling budgetary appropriations which had 
not been obligated as of May 31, 1957 and by introducing 
economies in the authorized expenditures for the remain- 
ing months of fiscal 1956-57. These measures were 
effective in reducing by approximately 10 per cent the 
total of authorized government expenditures (reduction 
of G 15 million, out of G 153 million of ordinary and 
extraordinary budgetary credits) and will ‘assure that 
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no fiscal deficit will be incurred in the present year, If 
the actual revenue collections in the period June- 
September should equal the budgetary estimates, fiscal 
1956-57 might even close with a surplus. During the last 
five fiscal years, there were sizable deficits which were 
financed in part by the National Bank of Haiti, a state- 
owned bank that performs central banking functions. 

By a decree effective July 1, 1957, the reserve require- 
ments against bank deposits, were increased, and new 
provisions were introduced governing the nature, of the 
statutory reserves and the composition of assets of 
private banks operating in Haiti. Under the new require- 
ments, the private banks must maintain at all times cash 
reserves in gourdes equivalent to at least 30 per cent 
of deposit obligations. The reserves may be kept either 
in gourde bills in the vaults of the banks or in deposits 
with’ the National Bank “of ‘Haiti’ Ih order’fo facilitate’ 
compliance with the new requirements, the National Bank 
was authorized to extend rediscount facilities to the 
private banks, at a rate of 2 per cent per year. Previously, 
under a law of August 1952, the private banks were 
required to keep cash reserves of 20 per cent against 
sight deposits and of 10 per cent against time deposits; 
they could keep thé ‘reserves éither’.in gourdes or in 
foreign exchange, in Haiti or abroad, but the National 
Bank was not required to “extend rediscount facilities. 

Under the new regulation, cash reserves plus short- 
term domestic investments (up to one-year maturity) 
must account for at least 80 per cent of the banks’ total 
deposit liabilities; the remaining 20° per cent may con- 
sist of foreign exchange held domestically or abroad, of 
Haitian Government bonds, and of other long-term invest- 
ments. The previous requirement had been that cash 
reserves plus short-term domestic or foreign investments 
should equal at least 75 per cent of sight deposit liabi- 
ities and SO per cent of time deposit liabilities; the 
remainder (25 per cent of total sight deposits and 50 per 
cent of time deposits ) could be invested in hong-term 
securities. 

The effects of the new reserve and asset regulations 
will be, first, to mop up part of the excess liquidity of 
the private banks; second, to force the repatriation of 
part of the assets held abroad by the private banks 
operating in Haiti; and, third, to induce the private 
banks to invest a larger share of their loanable funds in 
domestic operations. At present, only two private banks 
operate in Haiti (branches of the Royal Bank of Canada 
and of the Banco Popular de Colombia). The National 


Bank of Haiti has a Commercial Department which con- 
ducts ordinary commercial banking operations. 

As an integral part of the stabilization program, the 
National Bank will tighten its present policy of credit 
restriction and, tight money, and the necessary instrue- 


tions have been communicated to all branches of the 
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Bank. The National Bank has for months been contract- 
ing its lending operations in a move designed to restrict 
the demand for imports and the over-all demand for 
foreign exchange, From December 1956 to the end of 
May 1957, the total credit outstanding of the National 
Bank decreased by 9 per cent. 

Sources: Le Moniteur, Port-au-Prince, Haiti, June 24 

and July 1 and 4, 1957. 


Colombian Labor Union Economic Policy 


Leaders of the Union of Colombian Workers and those 
of the former Confederation of Colombian Workers have 
met with the Minister of Labor and members of the Pro- 
visional Government Junta to request that measures be 
taken to achieve the following objectives: stabilization 
of the peso; reduétion®6£ tiriff' duties on imports of 
basic commodities; redistribution of the national bud. 
get; development of agricultural production restdtiition’ 
of jobs to workers dismissed because ef political reasons 
repeal of repressive measures; division into lots of vast 
uneultivatéd land holdings (latifundios) close to the 
cities. and expropriation. of ‘uncultivated arable lands; 
reduction ‘of taxes in» public markets; and ‘abolition of 
the revaluation tax on-housing: 


Source: Semana, Bogota, Colombia, Soles 21-28, 1957: 
Brazilian Coffee Price Support and Export Arrangements 


Brazil has established, effective July 1, a new policy 
on financing, support: prices,’ and’ cruzeiro returns to 
exporters for coffee of the 1957-58 crop. The Bank of 
Brazil will finance coffee covered by bills of lading or 
other documentary evidence te the extent of 80 per cent 
of the purchase price of exports in port, with transport, 
interest, and: warehousing expenditures being taken into 
consideration. 

Option of sale to the Brazilian Coffee Institute. is 
granted under specified conditions. When it becomes 
necessary, the Institute will purchase in the spot market 
in export ports coffee of the 1957-58 crop on the basis 
of Cr$3,300 per bag of 60 kilograms for Santos No. 4. 

The Institute will also pay a premium in cruzeiros to 
the exporter if the price is US$43 or more per bag. The 
premium will start at 1 per cent of the sales price: of 
$43 and will be raised progressively at the rate of 1 per 
cent for each additional dollar of the sales price up to 
33 per cent for $75 per bag. Some examples of the cal- 
culations are given in the accompariying’ table, ' 

Coffee exchange proceeds have been negotiated at the 
official rate of Cr$18.36 per dollar, or its equivalent in 
other currencies, plus a bonus of Cr$18.70 per dollar 
or dollar equivalent for convertible, currencies or cur- 
rencies of countries of the limited conyertibility area, 
making, a total of Cr$37.06 to the dollar. For other 
currencies, the bonus is Cr$17.19 per dollar equivalent, 
which yields an effective rate of Cr$35,55 per dollar. 
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In announcing the new system, the Minister of Finance 
stressed the fact that the increased cruzeiro receipts 
accruing to exporters through payment of the new pre- 
mium is intended to eliminate the practice of under- 
valuation of coffee exports. 


Cruzeiro 
Equivalent Value of F.O.B. Price 
at Cr$37.06 Premium Premium plus Premium 
per US$1 (percent) (cruzeiros) (cruzeiros) 
1,593.60 1 15.90 1,609.50 
1,927.10 10 192.70 2,119.80 
2,631.30 29 763.10 3,394.40 
2,779.50 33 917.20 3,696.70 


Dollars 
per bag 


43.00 
52.00 
71.00 
75.00 


Source: Department of Commerce, Foreign Commerce 


Weekly, Was»ington, D. C., July 8, 1957. 


Elimination of Chilean Subsidies 


The Chilean Government has announced that, effective 
from early July, various subsidies are to be eliminated, 
the most important being the subsidy on sugar. With 
the elimination of the subsidy, a 20 per cent tax on sugar 
sales is to be imposed; the new retail price is therefore 
150 per cent higher than that previously in effect. 

Other important food items on which subsidies are to 
be eliminated are oils, tea, and yerba. The prices for 
gas and electricity are increased by 50 per cent. Public 
transportation in Santiago is increased from Chil$10 
to Chil$15 per ticket, with the exception of student 
tickets, which are increased from Chil$]1 to Chil$5. 

The increase in the cost of living resulting from the 
elimination of subsidies, estimated at 4 per cent, will be 
partly offset by an increase in family allowances voted 
by the Parliament. 


Source: El Mercurio, Santiago, Chile, June 26, 1957. 


Other Countries 


Australian Budget 


For the fiscal year ended June 30, 1957, the Govern- 
ment of the Commonwealth of Australia had a surplus 
in the Consolidated Revenue Fund of £A 111.2 million, 
£A 2.7 million more than had been estimated. Total tax 
collections coincided almost exactly with the estimate; 
revenue from the income tax exceeded the budget esti- 
mate by £A 8.5 million, but customs revenue fell short 
of the estimate by £A 11.5 million, largely because of 
import restrictions. Almost £A 100 million of the surplus 
was devoted to financing State works programs for 
which loan raisings contributed £A 99 million out of a 
total commitment of £A 192 million. 

The Acting Prime Minister, announcing these results, 
said that when the budget was drawn up the Government 
aimed at avoiding any recourse to treasury bill finance. 
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The treasury bill issue was reduced by £A 15 million, 
and a small amount was added to the Commonwealth’s 
cash balance. 


Source: The Financial Times, London, England, July 6, 
1957. 


South African Industrial Development Corporation 


The offer of 3 million £1 shares in the South African 
Industrial Development Corporation to a selected number 
of private financial institutions was oversubscribed (see 
this News Survey, Vol. IX, p. 404). 

Source: Barclays Bank D.C.0., Overseas Review, Lon- 
don, England, June 1957. 


Development Plan of Federation of Rhodesia and Nyasaland 


The Government of the Federation of Rhodesia and 
Nyasaland has presented to the Federal Parliament a 
development plan that provides for total expenditure of 
nearly £138 million in the next four years. Included in 
the total is £54 million for the Kariba hydroelectric power 
project, which is already under way. Of the additional 
investment of £84 million, more than £54 million is for 
improving transport and communications; this includes 
£38.8 million for the Rhodesia Railways. Expenditure 
on electric power development other than the Kariba 
project is planned at £6 million; social services, £11.5 
million; European education, £5.7 million; health serv- 
ices, £5 million; and housing required for civil servants 
stationed in Northern Rhodesia and Nyasaland, £1.3 


million. 


Of the capital required for carrying out the plan, the 
£54 million for the Kariba project has already been 
secured through loan commitments from the Interna- 
tional Bank for Reconstruction and Development and 
other sources; approximately £29 million will come from 
government revenue and other funds; £14 million will 
be provided by the Rhodesia Railways from its own 
development resources; and additional borrowings will 
cover the remainder. 


Source: The Times, London, England, June 28, 1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
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but no Fund editorial comment or opinion. Therefore 
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